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Operating Profit 


Net Profit 


Net Profit per Share 


Working Capital 


Shareholders’ Equity 


* Year preceding the issue of class ‘‘A’’ shares. 


$3,627,340 


227,878 


63,424 


76,852 


634,030 


- 1965+ 


$3,986,137 


214,601 


317,447 


791,866 


t Year of the opening of the new factory in Ville d’Anjou. 


4 Before write-off of Goodwill. 


@ After the Excess arising from the revaluation of fixed assets. 


1966 


$5,332,900 


289,042 


229,119 


781,350 


$5,254,069 


385,785 


359,479 


860,258 


$4,869,038 


$4,876,216 


SS 


427,443 


103,037 


386,190 


{ 83,886 


rT 


0.32¢ 


435,205 


916,962 


1 0.26¢ 


i 


355,678 


mw 695,387 


GRENACHE INC. 
PRESIDENT’S 
REPORT 

TO THE 
SHAREHOLDERS 
GRENACHE INC. 


During the last fiscal year, Grenache Inc. was 
faced with keen competition in prices in both 
Ice Cream and Grocery divisions. The chal- 
lenge in such a competitive world consits in 
reporting a profit to the shareholders and | am 
pleased to report that we have succeeded. 


Sales 


Sales in both divisions have increased enabling 
us to show improvement over last year’s results 
in spite of the closure of our Saint Eustache 
plant. Your company has successfully intro- 
duced two new products which have been 
enthusiastically accepted on the market. Indi- 
vidual portions and frozen confections (Free- 
Zee) were introduced in 1969; these items are 
shown. on the front page of your financial 
statements. The necessary machinery for that 
new production was purchased and has been 
in operation only for the past six months. Sales 
now total $4,876,216 in comparison with 
$4,869,038 for last year. We anticipate a sales 
increase for 1970, based on realistic market 
studies, manufacturing of new products and 
also new presentations. 


Profits 


Operating profits, before interest, depreciation, 
amortization and income taxes are $386,190 
compared to $427,443 for last year. Net profits 


‘before write-off of goodwill are $83,886 com- 


pared to $103,037 in 1968. Profits would have 
shown an increase in 1969, and we would have 
reached our original budget, had it not been 


for depressed selling prices which affected 


us throughout the year. 


General 


Working capital stands at $355,678, a ratio of 
1.5:1 which allows us to take advantage of 
cash discounts. We have maintained a strict 
policy of making capital expenditures showing 
a quick return on investment. Until such time 
as working capital shows an increase, your 
directors have deemed it wise not to declare 
dividends this year. 


To comply with generally accepted accounting 
principles, we have decided to eliminate from 


the balance sheet, the Goodwill on purchase 
of routes and the Excess arising from the 
revaluation of fixed assets. This decision 
will have no other effect than a reduction of the 
book per share value. On the other hand future 
profits will no longer be reduced by an amor- 
tization more arbitrary than real. Keeping in 
mind an ever increasing performance in sales 
and profits, your directors have ordered an 
analysis of our systems and methods in all 
departments. With an increased volume and 
higher selling prices, we hope that your com- 
pany will continue to keep its good standing in 
the food industry. 


To conclude a pleasant task, | wish to express 
my sincere thanks to all of those who have 
helped us: Customers, Suppliers, Employees 
and Shareholders. 


The President 


ji ae 


GRENACHE INC. 


BALANCE SHEET — AS AT OCTOBER 31, 1969 


ASSETS 


CURRENT : 


Cash 
Accounts receivable (Note 7) 


Inventories — at lower of cost or net realizable value (Note 2) 


Cash surrender value — Life insurance 
Prepaid expenses 


INVESTMENTS — AT COST: 


Mortgage receivable 
Deposits and other investments 


FIXED ASSETS — AT COST (Note 3) 


OTHER ASSETS : 


Deferred charges 

Deposit on lease-option 

Discount on bonds and issue expenses 

Goodwill on purchase of routes and clientele (Note 4) 


On behalf of the Board: 


Me Henri-Paul Lemay 


Roch Grenache 


1969 


$ 335,673 
330,516 
304,501 

4,931 
74,774 


$1,050,395 


$ 11,054 

13,891 
24,945 
$1,210,792 


$ 18,445 
80,000 
38,091 


$ 136,536 


$2,422,668 


$408,124 


392,162 


$ 12,447 
“4a 17 
$ 26,364 
$1,197,812 


$ 8757 
~ 80,000 
46,841 
190,006 


$ 325,604 — 
$2,708,117 


LIABILITIES 


CURRENT : 

Accounts payable and accrued charges 
Income tax payable 

Long-term debt due within a year 


LONG-TERM DEBT (Note 5) 
DEFERRED INCOME TAX (Note 6) 


‘SHAREHOLDERS’ EQUITY: 
Capital Stock (Note 7) 


Authorized : 


4,000 preferred shares, 6%, cumulative, of $100 
(issued and redeemed 577 shares $57,700) 


2,300,000 participating class “A” shares with fixed 
non cumulative dividend $0.10 per share, no par value 


100,000 class ‘‘B” shares, no par value 


Issued and outstanding : 

427 preferred shares (1968: 582) 
234,167 class “‘A” shares 
79,588 class “B” shares 


Retained earnings (Notes 7-8) 
Contributed surplus 
Excess arising from the revaluation of fixed assets (Note 3) 


AUDITOR’S REPORT 


To the Shareholders, 
Grenache Inc. 
Ville d’Anjou, Que. 


We have examined the balance sheet of GRENACHE INC. 
as at October 31, 1969 and the statements of revenue and 
expenditure and retained earnings, and source and 
application of funds for the year then ended. We have 
obtained all the information and explanations we have 
required. Our examination included a general review of 
the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion and according to the best of our information 
and the explanations given to us and as shown by the 


1969 1968 
$ 504,453 $ 580,391 
45,806 21,996 
144,458 120,746 
694,717 $ 723,133 
$ 859,504 $ 916,256 
$ 173,060 $ 151,766 
42,700 $ 58,200 
267,570 267,570 
19,897 19,897 
$ 330,167 $ 345,667 
321,892 430,646 
43,328 43,328 
ce 97,321 
$ 695,387 $ 916,962 
$2,422,668 $2,708,117 


books of the company, these financial statements are 
drawn. up so as to exhibit a true and correct view of the 
state of the company’s affairs as at October 31, 1969 and 
the results of its operations and the source and application 
of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year, except 
for the changes contained in note 10 which we approve. 


Courtois, Fredette, Charette & Cie 


Chartered Accountants. 


Montreal, December 16, 1969. 


STATEMENT 
OF REVENUE 
AND 
EXPENDITURE 
AND RETAINED 
EARNINGS 
FOR THE 
YEAR ENDED 
OCTOBER 31, 
1969 


NOTES TO 
FINANCIAL 
STATEMENTS 
FOR THE 
YEAR ENDED 
OCTOBER 31, 
1969 


SALES 
Cost of sales and operating expenses 
Depreciation 


Interests, amortization of discount and issue 
expenses on long term debt 


Revenue before income taxes 
Income taxes (Note 6) 


“REVENUE FOR THE YEAR 
BEFORE WRITE-OFF OF GOODWILL 


Extraordinary item: 
Write-off of Goodwill (Note 4) 
(NET LOSS) NET REVENUE FOR THE YEAR 


Retained earnings at the beginning of the year 


Adjustment applicable to prior years 
Dividends on preferred shares 


RETAINED EARNINGS AT THE END 
OF THE YEAR (Note 10) 


* REVENUE FOR THE YEAR PER CLASS 
“A” AND “B” SHARES 
BEFORE WRITE-OFF OF GOODWILL 


Note 1: ACCOUNTS RECEIVABLE : 


1969 
$4,876,216 
4,490,026 
167,888 


74,565 
$4,732,479 


$ 143,737 
59,851 


$ 83,886 


190,006 
$ (106,120) 


430,646 

$ 324,526 
$ pee 
2,634 
2,634 


$ 321,892 


1968 
$4,869,038 
4,441,595 
148,107 


78,084 
$4,667,786 


» 201,252 
98,215 


$ 103,037 


18,500 
$ 84,537 


356,201 
$ 440,738 


$ 6,000 
4,092 


$ 10,092 


$ 430,646 © 


$ 0.32 


Accounts receivable as at October 31, 1969 include balances due in over a year for financing of 


ice cream cabinets, amounting to $82,125 (1968 : $89,269). 


Note 2: INVENTORIES : 
The inventories consist of : 


Raw materials and containers 
Finished goods 


Note 3: FIXED ASSETS: 
Land 

Buildings 

Ice cream refrigerators 
Machinery and equipment 
Trucks and rolling equipment 
Other fixed assets 


$2,573,245 


1969 


$ 179,826 

124,675 

$ 304,501 
ACCUMULATED 

COST DEPRECIATION 
$ 1,500 — 
138,376 62,641 
1,087,645 636,368 
883,594 398,213 
354,851 194,731 
107,279 70,500 
$1,362,453 


1968 


$ 133,899 


114,101 
$ 248,000 


NET 
VALUE 


$ 1,500 
75,735 
451,277 


485,381 


160,120 
36,779 


$1,210,792 


On December 7, 1952, the fixed assets were evaluated by Mr. Eugéne Thérien, D.S.P., M.A.I. 

The excess of appraised value of the appraisal amounting to $268,225, was reflected in the financial 
statements and amortized against the excess arising from the revaluation of fixed assets on the same 
basis as the cost of assets. During the year the balance of this carrying value was adjusted by $97,321 
to reduce the value of fixed assets to cost. 


Note 4: GOODWILL: 

Due to the difficulty of evaluating and amortizing fairly the amount of goodwill on purchase of routes and 
clientele, the company has written off this item from the books during the year. This goodwill amounting 
to $190,006 is shown as an extraordinary item in the statement of revenue and expenditure. 


Note 5: LONG TERM DEBT: 


MATURING 

OUTSTANDING BEFORE BALANCE 
Bonds — 1st mortgage and collateral on equip- ISSUED 31/10/69 31/10/70 LONG TERM 
ment. Serial Bonds 6%2%-7% Maturing 1/4/64/73 600,000 $ 387,000 $ . 25,000 $ 362,000 
Debentures Series ‘A’ Maturing 2/1/66/77 350,000 293,000 13,000 280,000 
Notes payable and liens 323,962 106,458 217,504 


$1,003,962 $ 144,458 $ 859,504 


During the year $7,000 of Bonds and Debentures have been redeemed before maturity — 
2/1/70 $3,000, 1/4/70 $4,000. 


Note 6: INCOME TAXES: 
This amount is made up as follows : 


1969 1968 
Current income taxes $ 38,558 $214,178 
Deferred income taxes 21,293 84,042 


$ 59,851 $ 98,215 


The unrecorded amount of deferred income taxes accumulated prior to the adoption of the income tax 
allocation basis on October 31, 1967 amounts to $48,071. 


Note 7: CAPITAL STOCK: 

During the year 155 preferred shares were redeemed for an amount of $15,500. Previously, 422 preferred 
shares were redeemed, consequently an amount of $57,700 of retained earnings constitute a special 
surplus not available for distribution according to the law. 

30,000 class ‘“‘A” shares, no par value are reserved in view of the realization of rights attached to 

the first mortgage bonds. 


Note 8: The TRUST DEED concerning the issue of the debentures imposes the following restrictions : 
The company will not pay any dividends on class “A” and “'B” shares if it will have for effect: 

a) that the net book value of the company will be reduced to less than the outstanding debentures 

b) that the working capital be reduced to less than $350,000 

c) that the current assets be less than one and half times the current liabilities. 


Note 9: LONG TERM LEASES: 
Long term leases with option to purchase, entails the following amounts of rent exceeding taxes, insurance 
and other renting expenses. Those lease-options are financed by Municipal Industrial Loans. 


TOTAL RENT CAPIAL INTEREST 
Building — Ville D’Anjou 1969-1985 — $ 883,000 $ 587,000 $ 296,000 
Buildings and Land — St-Eustache 1969-1986 85,000 53,000 32,000 


The company may purchase these assets for the balance of capital due at the time it wishes 
to exercise the option. 


Note 10: Adjustment to Cash Surrender value of Life Insurance policies and the amortization of 
discount on bonds are included in the statement of Revenue and expenditure for the year ended 
October 31, 1969. In previous years these items were shown in the statement of Retained Earnings. 
These changes have been restated in the comparative 1968 figures to conform with the new basis. 
Certain items on the financial statements have been classified differently than in the preceeding year. 
These changes have been restated in the comparative 1968 figures to conform with the new basis. 


STATEMENT OF 
SOURCE AND 
USE OF FUNDS 
FOR THE 

YEAR ENDED 
OCTOBER 31, 
1969 


SOURCE OF FUNDS 

(Net loss) Net revenue for the year 
Depreciation 

Deferred Income taxes 

Write-off of Goodwill 


Increase in long term debt 
Issue of Class ‘‘A’” share 
Decrease in deposit and other investments 


USE OF FUNDS 

Dividends on preferred shares 
Redemption of preferred shares 
Additions to fixed assets — Net 
Reduction in bonds and debentures 
Decrease in long term debt 
Deferred charges 

Adjustment applicable to prior years 


(Decrease) Increase in Working Capital 
Working Capital — Beginning of year 


WORKING CAPITAL — END OF YEAR 


1969 
106,120) 
177,153 
21,293 
190,006 


282,332 


1,419 
283,751 


2,634 
15,500 
278,189 
45,000 
11,752 
10,203 


363,278 


79,527) 
435,205 


$ 355,678 


1968 
$ 84,537 


156,877 


7 BANS 


18,500. 


$ 343,957 
43,176 


10,500 
ape 


$406,358 


$ 4092 © 


- 10,000 
244,928 
C5612 


6,000 


ae 
359,479 


$435,205 
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